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TELEPHONE: (803) 256-4000 FACSIMILE: (803) 252-3679

EMAIL: LawF0m@ alrlaw.corn

June 30, 2000

The Honorable Gary E. Walsh
Executive Director
THE PUBLIC SERVICE COMMISSION

OF SOUTH CAROLINA

101 Executive Center Drive (Saluda Building)
Columbia, South Carolina 29210

VIA HAND-DELIVERY

DANIEL S. LEWIS

(1940-1981)

Re: Cherokee County Cogeneration Partners, L.P. - Purchased Power Agreement

with Duke Power Company, n/k/a Duke Power, a division of Duke Energy
Corporation
Docket No. 94-615-E

Dear Mr. Walsh:

In accordance with the provisions of Order No. 95-26, issued in Docket No. 94-615-E, I

have enclosed ten (10) copies of Amendment No. 3, dated June 30, 2000, to the above-referenced
Purchased Power Agreement. Order No. 95-26 requires the filing of any amendments or
modifications to the Purchased Power Agreement within ten (10) days of the parties' execution of
the same. Additionally, this filing is in compliancewith Orders issued by this Commission in Docket
No. 80-251-E.

Because the rates set forth in Amendment No. 3 are, on average, below the rates
previously approved by this Commission and because the net value of the capacity and energy

provided by Cherokee to Duke pursuant to Amendment No. 3 is equivalent to the net value of the
transaction approved by this Commission in Order No. 95-26, Duke believes that the cost to its
customers of its purchases of power from Cherokee resulting from Amendment No. 3 will be no
greater than the costs associated with an equivalent amount of capacity and energy if the parties
had not entered into Amendment No. 3.

Amendment No. 3 contains redacted information which is sensitive/proprietary. Should you
or your staff need to review the redacted information in the future, this information is available to

be filed under seal as appropriate.

P.O. BOX 11716, COLUMBIA, SOUTH CAROLINA 29211



The Honorable Gary E. Walsh
June 30, 2000
Page 2

Please make the necessary arrangements to advise the Commission of your receipt of this
Amendment in accordance with the Commission's practices.

If you have any questions or concerns, please do not hesitate to contact me.

With kind personal regards, I am

Very truly yours,

Richard L. Whitt

RLW/ab
Enclosures

cc: John M.S. Hoefer, Esq., as local counsel for Cherokee
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AMENDMENT NO. 3

TO

PURCHASED POWER AGREEMENT

BETWEEN

DUKE POWER,

A DIVISION OF DUKE ENERGY CORPORATION,

AND

CHEROKEE COUNTY COGENERATION PARTNERS, L.P.

DATED JUNE 30, 2000



AMENDMENT NO. 3

This Amendment No. 3 is made and entered into this 30 thday of June, 2000, by

and between Cherokee County Cogeneration Partners, L.P. ("Cherokee") and Duke Power

("Duke"), a division of Duke Energy Corporation, to amend the Purchased Power Agreement

dated August 26, t994 between Cherokee and Duke Power Company, as amended by

Amendment No. 1 dated November 1994 and Amendment No. 2 dated January 16, 1996

("Agreement"). The Agreement remains in force and effect and without change except for the

following modifications, which shall be incorporated into the Agreement as of the Effective

Date:

Recitals p. 1. Delete the first "WHEREAS" recital in its entirety and substitute the

following:

"WHEREAS, Cherokee has constructed and owns, operates and maintains

a natural-gas-fueled combined-cycle electric cogeneration facility on a site

located at or near Gaffney, South Carolina (the "Gaffney Cogeneration

Facility" or "Facility") which is a qualified facility ("QF") as determined

by the Federal Energy Regulatory Commission ("FERC") pursuant to

Section 210 of the Public Utility Regulatory Policies Act of 1978

("PURPA").

Article 1.1 Amendment No. 2, p. 1. Delete Article 1.1 in its entirety and substitute

the following:

"(a) Beginning on the Effective Date, Cherokee shall sell and

deliver to Duke during all On-Peak Hours all of the capacity and energy

generated by the Facility during such hour, consistent with the provisions

of Article 12.2, and Duke shall purchase, receive, use and pay for the

same, subject to the limitations set forth below and the other conditions

contained in this Agreement:



Article t .5

Article 1.6(a)

Article 1.6(c)

Article 1.11

"(1) Cherokeeis notrequiredto deliverenergyto Duke
in excessof 95,000kilowatt-hoursperOn-PeakHourduringthemonthsof
OctoberthroughMarch("Winter Season").

"(2) Cherokeeis notrequiredto deliverenergyto Duke
m excessof 89,000kilowatt-hoursperOn-PeakHourduringthemonthsof
April throughSeptember("SummerSeason").

"(3) Any energygeneratedin excessof 95,000
kilowatt-hoursin anyOn-PeakHour duringtheWinterSeasonand89,000
kilowatt-hoursin anyOn-PeakHour duringtheSummerSeasonmaybe
deliveredandsoldto Dukesubjectto theprovisionsof Article4.5,ormay
besoldby Cherokeeto partiesotherthanDukesubjectto therequirements
of Article 1.11,providedthatin noeventshallCherokeedeliverto Duke,
nor shallDukeberequiredto purchaseandpayfor, morethan102,000
kilowatt-hoursin anyOn-PeakHour.

"(4) Dukeshallpay for capacityin accordancewith the
provisionsof ArtMe 4 of thisAgreement,andCherokee'sperformancein
providing capacityunderthisAgreementshallbegovernedby Article 5 of
thisAgreement.

"(b) BeginningontheEffectiveDate,Cherokeemaydeliverand
sell to Duke,andDukeshallpurchase,receive,useandpayfor when
deliveredby Cherokee,up to 75,000kilowatt-hoursof energyduringany
Off-PeakHour. In addition,Cherokeeshalldeliverandsellto Duke,and
Dukeshallpurchase,receive,useandpayfor theamountof energy
requestedby Dukepursuantto theproceduressetforthin Articles
12.7(c)-(f),up to 75,000kilowatt-hoursof energyduringanyOff-Peak
Hour ifrequestedbyDuke. Inno eventshallDukeberequiredto
purchasein excessof 75,000kilowatt-hoursin anyOff-PeakHour."

p. 2. DeletethisArticle in its entirety.

p. 3. Deletethelastsentence(in boldtype)andsubstitutethefollowing:

"On the 100kilovolt sideof Cherokee'sgeneratorstep-uptransformers."

p. 3. DeleteArticle 1.6(c)in its entirety.

AmendmentNo.2, p. 2. DeleteArticle 1.11in its entiretyandsubstitute
thefollowing:
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Article 2.1

Article 4.1

"Nothing in this Agreement shall prohibit Cherokee from selling electric

power to any third party, provided that any such sale to third parties shall

be subject to the following restrictions and limitations: (a) during any

On-Peak Hour in which such a third-party sale is made during the Winter

Season, Cherokee shall deliver to Duke 95,000 kilowatt-hours during that

hour; (b) during any On-Peak Hour in which such a third-party sale is

made during the Summer Season, Cherokee shall deliver to Duke 89,000

kilowatt-hours during that hour; and (c) during any Off-Peak Hour

Cherokee shall comply with any directive from Duke, issued pursuant to

the procedures of Articles 12.7(c) and (d), that Cherokee deliver to Duke

that portion of the first 75,000 kilowatt-hours of output from the Facility

requested by Duke, irrespective of such third-party sale."

p. 4. Delete Article 2.1 in its entirety and substitute the following:

"Except as otherwise provided herein, Duke's obligations under this

Agreement are contingent upon Cherokee (a) obtaining and maintaining

approvals for the Facility to operate from all regulatory bodies as required

by law, including a certificate of environmental compatibility and public

convenience and necessity from the Commission ("Certificate"); and (b)

maintaining compliance during the term of the PPA with the criteria for a

PURPA qualifying facility (a "QF") under 18 C.F.R. §§ 292.205 and

292.206, any successor regulations and any applicable FERC decisions.

Notwithstanding anything to the contrary in this Agreement or any other

agreement between the Parties, Cherokee has no obligation to own,

construct or maintain any particular equipment, structure, facility, contract

or arrangement in order to satisfy the criteria for QF status. Cherokee

shall, at its option, utilize one or more of the procedures set forth in 18

C.F.R. § 292.207 or any successor regulations for certification of its QF

status, including all notice and service requirements contained therein. If

Duke, upon receipt of a notice by Cherokee of self-certification or

recertification pursuant to 18 C.F.R. § 292.207(a), reasonably believes that

Cherokee might have changed the ownership, operation, or efficiency of

the Facility in such a way that it no longer meets the criteria for OF status,

it may request that the Operating Committee provided for in Article 12.8

be convened to discuss the issues raised by Duke. If the Operating

Committee is unable to resolve those issues informally within ten (t0)

days, Duke may direct Cherokee in writing to apply to the FERC for

certification pursuant to 18 C.F.R. § 292.207(b)."

p. 8. Delete the last sentence of Article 4.1 and substitute the following:

"The rates set forth in Appendix A are based upon Duke's projections of



Article4.5

its avoidedcapacityandenergycosts,asapprovedin thethen-mostrecent
(asof thedateof executionof thisAgreement)regulatoryproceedingsat
whichDuke's avoidedcostratesfor purchasesfrom QFsweredetermined
(NorthCarolinaUtilities CommissionDocketNo. E-100,Sub66),which
projectionsutilized themethodologythen-currentlyapprovedby theSouth
CarolinaPublicServiceCommissionfor determinationof avoidedcosts
(OrderNo. 89-59,DocketNo. 80-25l-E)."

p. 8. DeleteArticle 4.5 in its entiretyandsubstitutethefollowing:

"(a) For thepurposesof determiningtheamountsto bepaidto
Cherokeeby Dukefor energydeliveredunderthis Agreement,the
appropriateEnergyCreditRatesassetforth in AppendixA shallbe
appliedto all of theenergyin kilowatt-hoursdeliveredto Dukeduringthe
On-PeakHoursandOff-PeakHoursof eachmonth,subjectto the
followinglimitations:

"(1) themaximumamountof energyto whichthe
Agreement'sOn-PeakEnergyCreditRatesshallapplyduringtheWinter
Seasonis 95,000kilowattstimesthenumberof On-PeakHoursduringthe
Winter Season;

"(2) themaximumamountof energyto whichthe
Agreement'sOn-PeakEnergyCreditRatesshallapplyduringtheSummer
Seasonis 89,000kilowattstimesthenumberof On-PeakHoursduringthe
SummerSeason;and

"(3) themaximumamountof energyin anyOff-Peak
Hourto whichtheAgreement'sOff-PeakEnergyCreditRatesshallapply
is 75,000kilowatt-hours.

"(b) For purposesof determiningtheamountsto bepaidto
Cherokeeby Dukefor capacitydeliveredunderthis Agreement,the
appropriateCapacityCreditRatessetforth in AppendixA will beapplied
only to theenergyin kilowatt-hoursdeliveredto DukeduringtheOn-Peak
Hoursof eachmonthup to amaximumof one-hundredtenpercent(110%)
of theCapacityCommitmentapplicableto thatmonthtimesthenumberof
On-PeakHoursin themonth.

"(c) If Cherokeedeliversto Dukemorethan95,000kilowatt-
hoursin anyOn-PeakHourduringtheWinterSeasonor morethan89,000
kilowatt-hoursin anyOn-PeakHourduringtheSummerSeason,Duke
shallinitially pay for theenergyin excessof suchamounts("Excess
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Energy")atDuke'sHourly IncrementalCost.For purposesof thisArticle,
"Hourly IncrementalCost"meansDukePower'sincrementalenergycost
to serveits nativeloadobligationsin thehourin whichtheExcessEnergy
deliveryoccurred.Within 45daysfollowingthelastmonthof each
WinterandSummerSeason,Duke shallsubmitto Cherokeeastatement
showingCherokee'sExcessEnergyVolumesSubjecttoRepricing
("VSR") andtheassociatedTrue-UpPaymentfor theapplicableseason.
TheTrue-UpPaymentdueto Cherokeeshallbetransmittedto Cherokee
simultaneouslywith thesubmittalof saidstatement.TheTrue-Up
Paymentshallbecalculatedasfollows:

TRP= VSRx (CECR- AHIC)

Where:

TRP = True-Up Payment

VSR means the difference between (1) the lesser of the Seasonal Cap and

the total number of kilowatt-hours of energy delivered by Cherokee to

Duke during On-Peak Hours of that Winter or Summer Season and (2) the

number of kilowatt-hours of energy for which Duke initially paid the On-

Peak Energy Credit price specified in Appendix A (as opposed to the

Hourly Incremental Cost) during On-Peak Hours of that Winter or

Summer Season;

Seasonal Cap means, for the Winter Season, 95,000 kilowatts times the

number of On-Peak Hours in such season and, for the Summer Season,

89,000 kilowatts times the number of On-Peak-Hours in such season;

CECR (Contract Energy Credit Rate) means the On-Peak Energy Credit

prices provided for in Appendix A for the applicable months of the Winter

or Summer Season; provided that, for each Winter Season, the Contract

Energy Credit Rate shall be calculated by taking the arithmetic sum of the

On-Peak Energy Credit Rate as set forth in Appendix A applicable to

October through December of that Winter Season plus the On-Peak

Energy Credit Rate as set forth in Appendix A applicable to January

through March of that Winter Season and dividing said sum by two; and

AHIC (Average Hourly Incremental Cost) means the sum of the dollar

amounts initially paid by Duke for Excess Energy during each of the

months of the Winter or Summer Season divided by the total kilowatt-

hours of Excess Energy during that Winter or Summer Season.
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Notwithstandingtheforegoing,however,in noeventshallDukebe
requiredto payanyamountfor anyenergydeliveredto it duringanyOn-
PeakHourin excessof 102,000kilowatt-hoursandfor anyenergy
deliveredto it duringanyOff-PeakHourin excessof 75,000kilowatt-
hours."

Article 4.7 p. 9. Add thefollowing to Article4.7:

"Notwithstandinganythingto thecontraryin thisArticle 4.7,theParties
expresslyagreethatif, at anytimeduringtheremainingtermof this
Agreement,Dukefails to obtainor is deniedauthorityfrom the
Commission,or anyotherregulatorybodywhichnowhasor in thefuture
mayhavejurisdictionoverDuke'sratesandcharges,to recoverfi'omits
customers(i) all or anyportionof theamountsDukeis requiredto pay
underAmendmentNo. 3for volumesof energyandcapacityin excessof
thoseDukewasrequiredto purchasepursuantto theversionof Article 1.1
of thisAgreementthatwasin effectprior to its amendmentby
AmendmentNo. 3, or (ii) anyadditionalamountsthatDukeis requiredto
payasaresultof ratechangessetforth in AmendmentNo. 3 for the
volumesof capacityandenergyDukewasobligatedto purchaseunder
Article 1.1of thisAgreementprior to its amendmentby AmendmentNo.
3,Dukeneverthelessshallremainliableto Cherokeefor thefull payment
of all saidamounts."

Article 5.1 p.9. Delete"asdesignatedin Article 1.5(b)" from theopeningclauseof
Article 5.1.

Article 5.1(a) p. 9. DeleteArticle 5.1(a)in its entiretyandsubstitutethefollowing:

"(a) Cherokee'sperformancein providingcapacityunderthis
Agreementshallbebasedon its ability to meetits CapacityCommitment,
asmeasuredby thisArticle 5;provided,however,thatthisArticle 5.1(a)
shallnotbeconstruedasrequiringCherokeeto delivertheCapacity
Commitmentin anyparticularhour. TheCapacityCommitmentshallbe
86,400kilowattsduringtheWinterSeasonand83,700kilowattsduring
theSummerSeason,unlessmodifiedpursuantto Article 5.2. Cherokee's
obligationto provideenergyin anyparticularOn-PeakHouror Off-Peak
Hour is setforth in Article 1.1,Article 1.1t andArticles 12.7(b),(c), and
(d) andnothingin thisArticle 5 shallbeconstruedasimposingany
differentobligation."
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Article 5.2(a) p. 10. Deletethesecondsentenceof Article 5.2(a)andsubstitutethe
following:

"TherevisedCapacityCommitmentfor theWinterSeasonandthe
SummerSeasonwill bedeterminedby multiplying the applicable seasonal

Capacity Commitment in effect for each season prior to said two (2)

month period by the Annual Capacity Ratio in effect at the end of said two

(2) month period."

Article 5.5 p.11. Delete the phrase "Article 1.5 (b)" and substitute "Article 5.1 (a)'.

Article 6.2(a) p.12. Delete the first sentence of Article 6.2(a) and substitute the

following:

"Prior to installation of the Interconneetion Facilities, Cherokee made an

up-front cash payment to Duke in the amount of $1,187,475.00, receipt of

which Duke hereby acknowledges, as reimbursement for the estimated

installed capital cost of the Interconnection Facilities, including

appropriate amounts for income and sales taxes, if applicable. Upon

completion of the installation of the Interconnection Facilities, Duke paid

Cherokee a refund of $21,318.63 for the difference between the up-front

payment for the estimated installed cost of the Interconnection Facilities

and the actual costs incurred by Duke for the installation of the

Interconnection Facilities, receipt of which Cherokee hereby

acknowledges."

Article 6.2(b) pp. 12-13. Amend Article 6.2(b) to: (i) delete the blank in the first

paragraph thereof and substitute the figure "$7,247.38"; (ii) delete Article

6.2(b)(1) and substitute the following: "$6,592.38, for operation and

maintenance of the Interconnection Facilities, which is 0.5% of the

estimated installed cost of the Interconnection Facilities, which estimated

installed cost is $1,187,475.00, and" (iii) delete the blank in Article

6.2(b)(2) and substitute the figure "$655.00"; (iv) delete ", and" in Article

6.2(b)(2) and substitute a period; and (v) delete all of Article 6.2(b)(3).

Article 7.1 p. 14. Delete Article 7.1 and substitute the following:

"Duke shall submit to Cherokee as promptly as possible, but within thirty

(30) days following each regularly scheduled monthly meter reading, a

statement showing Cherokee's On-Peak and Off-Peak energy deliveries,

On-Peak and Off-Peak Excess Energy deliveries, the associated capacity

credits and energy credits, and the Interconrlection Facilities Charge. The
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Operating Committee shall agree as to what additional information

Cherokee reasonably needs to confirm Duke's statement. Actual payment

to Cherokee, net of the Interconnection Facilities Charge, shall be

transmitted to Cherokee simultaneously with the submittal of said

statements."

Article 10.3(0 p. 21. Delete 10.3(0 and substitute the following: "repeated and material

failures to comply with the provisions of Article 12.7 (d); or"

Article 12.2 p. 23. Delete.ArticleA2.2 and substitute the following:

"Cherokee, including its contractors or agents, shall operate and maintain

the Facility in a prudent mariner in accordance with applicable electric

utility industry standards, good engineering practices, and its obligation to

maintain its QF status, so as to produce the maximum electric energy

output (up to the limits set forth in Article 1.1) during On-Peak Hours of

the On-Peak Months, unless the generating unit incurs a forced outage or

Cherokee properly schedules a maintenance outage for the Facility."

Article 12.5 pp. 23-24. Delete all of Article 12.5.

Article 12.7 p. 24. Add the following as a new Article 12.7:

"t 2.7 Cherokee and Duke shall comply with the following scheduling

and recall procedures:

"(a) Cherokee shall provide Duke with schedules of expected

deliveries of energy under this Agreement. The amounts scheduled by

Cherokee to Duke must be consistent with Cherokee's delivery obligations

set forth in this Agreement. These schedules may be provided by

Cherokee up to a week in advance of actual deliveries. The Parties

recognize that Cherokee is not guaranteeing delivery of the amounts set

forth in its schedules of expected deliveries and that actual deliveries may

vary from the scheduled amounts.

"(b) At any time that Cherokee makes third-party sales,

Cherokee shall provide Duke with a schedule showing the amount of

energy that wilt be delivered to Duke and the amount of energy that will

be delivered to the third party. Such schedule, and any revisions thereto,

shall be submitted by Cherokee to Duke at the same time Cherokee

notifies its transmission provider of the intended delivery, or change in

delivery, to third parties.



"(c) If Cherokeeintendsto makeathird-partysalein any
Off-PeakHour of all or anyportionof thefirst 75,000kilowatt-hoursof
outputfrom theFacility, thefollowing proceduresshallapply:

"(l) If Cherokeenotifies Dukeno laterthan8:30a.m.of
theprecedingdaythatit intendstomakesucha sale,(whichnoticeshall
includetheamounts,if any,Cherokeeintendsto deliverto Dukeandto
thirdpartiesduringeachhourof suchsale)thenDukeshallhaveuntil 9:15

a.m. of such preceding day to notify Cherokee of any decision by it to

exercise its right of first refusal pursuant to Article 1.11 with respect to all

or any portion of the first 75,000 kilowatt-hours of the Facility's output

that Cherokee intends to deliver to a third party, in which case Cherokee

shall schedule deliveries in accordance with Duke's notification and

Article 12.7(b) hereof. If Duke does not notify Cherokee by such 9:15

a.m. deadline of an election to exercise its right of first refusal pursuant to

Article 1.11, Duke's right to recall shall thereafter be limited to that

specified in Article 12.7((t) hereof. A notice provided by Cherokee to

Duke pursuant to this Article 12.7(c)(1) shall not be provided more than

two days prior to the date the proposed sale is intended to occur unless the

Parties otherwise agree.

"(2) If, at any time after 8:30 a.m. of the day preceding

the date of delivery, Cherokee intends to make a third-party sale for more

than one Off-Peak Hour, Cherokee shall notify Duke no later than ninety

(90) minutes before the proposed sale is intended to commence of the

quantities, if any, it intends to deliver to Duke and to third parties in such

hours. If Duke decides to exercise its right of first refusal pursuant to

Article 1.11 with respect to all or any portion of the first 75,000

kilowatt-hours of the Facility's output that Cherokee intends to deliver to

the third party, Duke shall so notify Cherokee by no later than forty-five

(45) minutes before the proposed sale is intended to commence, in which
case Cherokee shall schedule deliveries in accordance with Duke's

notification and Article 12.7(b) hereof. If Duke does not notify Cherokee

by such forty-five (45) minute deadline of an election to exercise its fight

of first refusal pursuant to Article 1.11, Duke's right to recall shall

thereafter be limited to that specified in Article 12.7(d) hereof.

"(3) If, at any time after 8:30 a.m. of the day preceding

the date of delive_2¢, Cherokee intends to make a third-party sale limited to

one Off-Peak Hour, Cherokee shall notify Duke no later than sixty (60)

minutes before the proposed sale is intended to commence of the

quantities, if any, it intends to deliver to Duke and to third patties in such

hour. If Duke decides to exercise its right of first refusal pursuant to



Article 1.1t with respectto all or anyportionof thefirst 75,000
kilowatt-hoursof theFacility'soutputthatCherokeeintendsto deliverto
thethirdparty,Dukeshallsonotify Cherokeeby no laterthanforty-five
(45)minutesbeforetheproposedsaleis intendedto commence,in which
caseCherokeeshallscheduledeliveriesin accordancewith Duke's
notificationandArticle 12.7(b)hereof.If Dukedoesnotnotify Cherokee
by suchforty-five (45)minutedeadlineof anelectionto exerciseits fight
of first refusalpursuantto Article 1.1t, Duke'sright to recallshall
thereafterbe limitedto thatspecifiedin Article 12.7(d)hereof.

"(d) If, for anyOff-PeakHour in which(i) Dukedid not exercise
its rightof first refusalpursuantto Article 12.7(c),or (ii) Cherokeehas
notifiedDukethatit doesnot intendto deliver75,000kilowatt-hoursto
Dukefor anyotherreason,DukemaythereafterdirectthatCherokee
neverthelessdeliverto it upto 75,000kilowatt-hoursin suchhouronly if
oneormoreof Duke'sgeneratingunitsincursaforcedoutageandcannot
reasonablybeplacedbackon lineby thecommencementof suchhour,
providedthat Cherokeeis ableto producesuchadditionalenergy
consistentwith its obligationtomaintainits QFstatus;provided,however,
thatCherokeeisnotrequiredto complywith Duke's directivein theevent
thatCherokeeexperiencesaforcedoutageorproperly-scheduled
maintenanceoutage.(In theeventof suchaforcedoutageof theFacility,
CherokeeshallprovideDukewith reasonableproofof theoccurrenceof
suchaforcedoutagewithin twenty-fourhoursof receivingarequestfor
suchprooffrom Duke). DukeshallprovideCherokeewith suchdirection
no laterthanthirty (30)minutesbeforetheenergydeliveriesareintended
to commence.(In theeventof Dukeexercisingits rightsunderthisArticle
12.7(d),DukeshallprovideCherokeewith reasonableproofof the
occurrenceof aforcedoutageof oneormoreof Duke's generatingunits
within twenty-fourhoursof receivingarequestfor suchproof from
Cherokee).

"(e) Dukemay,but in noeventshallbeobligatedto,provideto
Cherokeenoticeatanytimeof its intentionnot to exerciseall or any
portionof its recallrightsunderArticles1.11and12.7(c)and(d) for any
Off-PeakHour, in whichcaseCherokeeshall,uponreceiptof suchnotice,
be freeto sellanddeliverto third partiestheenergyDukehaschosennot
to recall in suchhour,without furtherregardto therequirementsof
Articles 12.7(c)and(d).

"(f) Subjectto the limits onDuke'spurchaseobligationssetforth
in Article 1.1,paymentsby Duketo Cherokeeshallbebasedonactual
meteredamountsduringhoursin whichnothird-partysalesarescheduled
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by Cherokee,andon thelesserof actualmeteredamountsandtheamount
of energyCherokeehasscheduledfor deliveryto Dukeduringhoursin
which Cherokeehasscheduledthird-partysales."

Article 12.8 p. 24. Add thefollowing asanewArticle 12.8:

"(a) EachPartyshallappointonerepresentativeandonealternate
representativeto formanOperatingCommitteeto actin mattersrelatingto
this Agreement.ThePartiesshallnotify eachotherin writing of such
appointmentsandanychangesthereto.

"(b) Any disputebetweenthePartiesinvolvingthis Agreement
shallbereferredto theOperatingCommitteefor resolutiononaninformal
basisaspromptlyaspracticable.If theOperatingCommitteeis unableto
resolvetheissueinformallywithin ten(10)days,eitherPartymayelectto
terminateconsiderationof the issuethroughtheOperatingCommittee.

"(c) TheOperatingCommitteeshallreachits decisionby
agreementof bothrepresentatives;provided,howeverthattheOperating
Committeeshallhavenopowerto alteror amendthis Agreement.All
decisionsby theOperatingCommitteeshallcomportwith theprovisions
of this Agreementincluding,butnot limitedto,provisionsallocatingthe
costresponsibilityof eachof theParties."

Article 14.2(a) p.26. Delete"setforth in Article 1.5(b)" from theendof Article 14.2(a).

Article t4.2 (b) p. 26. Add thefollowing to theendof thedefinitionof "Capacity
Commitment":

"; provided,however,that for purposes of this Article 14 only, the

Capacity Commitment shall not exceed 72,700 kilowatts."

Article 17.1 p. 29. Delete Article 17.1 in its entirety and substitute the following:

"To the extent that Cherokee provides eleetlicity or heat to its thermal

host, Cherokee will provide such electricity and heat only to the extent

permitted under applicable state law, provided, however, that Duke's

remedy for any breach by Cherokee of this Article 17.1 shall be limited to

recovery of damages incurred by Duke and shall not include a right by

Duke to suspend or telaninate its performance under this Agreement, and

provided further that nothing herein undermines Duke's rights and

limitations on its obligations under Article 2.1 of this Agreement.
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Effective Date:

APPENDIX A

APPENDIX B

The Effective Date of this Amendment No. 3 shall be July I, 2000.

Delete the existing Appendix A and substitute the attached Revised

Appendix A.

Delete Table B-1 and substitute the following:

"Table B-1

LIQUIDATED DAMAGES RATE

Year

LDR n)
($/KW)

2000*

2001

2002

2003

2004

2005

2006

2007

2008

2009

2010

2011

*The Liquidated Damages Rate for 2000 shall apply as of the Effective

Date of Amendment No. 3."

Delete the paragraph immediately following Table B-1 and substitute the

following:

"If Cherokee notifies Duke, pursuant to Article 3.5, that it does not wish to

continue to generate electricity at the Facility following the expiration of

the term of this Agreement, or if Cherokee notifies Duke that it does wish

to continue to generate electricity at the Facility following expiration of

this Agreement, and Duke responds that it does not intend to purchase said

electricity, then the Liquidated Damage Rate (LDP, xn)) set forth in

Appendix B shall be reduced to_ in 2008, to_ in 2009, to

in 2010, and to_ in 2011."
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Except as expressly modified herein, this Agreement shall remain in full force and

effect and is hereby ratified and affirmed.

ATTEST:

Name: "_,_,/- 7-, {--_'o_x._

DUKE POWER, A DIVISION OF

DUKE ENERGY CORPORATION

By: _ _---,_---_

Name: Jeffrey L. 13"o_r,

Title: Vice President, Planning and Finance

CAITHNESS CHEROKEE GP, LLC

a Delaware limited liability company,

as a General Partner to

Cherokee County Cogeneration Partners,
L.P.

ATTEST:

Name:

By:

Name: Kenneth P. Hoffinan

Title: Senior Vice President

ESI CHEROKEE MGP, INC.

a Florida Corporation,

as a General Partner to

Cherokee County Cogeneration Partners,

L.P.

ATTEST:

Name:

By:

Name: Michael L. Leighton

Title: Vice President
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Purchased Power Agreement Duke Power ___mpany and Cherokee County Cogeneration Partners L.P.

DukePower

CHEROKEE COUNTY COGENERATION PARTNERS, L,P,

"Gaflhey Cogeneration Facility"

CHEROKEE SCHEDULE I

REVISED APPENDIX A

Amendment No. 3

Page i of 1

AVAILABILITY

Available only to Cherokee for the "Gaffiley Cogeneration Facilib," which is a generating facility which is interconnected with Duke's

system and which is a qualified facility as determined by the Federal Energy Regulatory Commission pursuant to Section 210 of the Public
Utilities Regulator), Policies Act of 1978.

The Rate, as shown below, expires on the fifteenth (15th) anniversary of the Commercial Operations Date, The rates set forth herein are

based upon Duke's projections of its avoided capacity and energy costs, as approved in the then-most recent (as of the date of execution of

this Agreement) regulator), proceedings at which Duke's avoided cost rates for purchases from QFs are determined (North Carolina Utilities

Commission Docket No. E-100, Sub 66), which projections utilized the methodology then-currently approved by the Commission for the
determination of avoided costs (Order No. 89-59, Docket No. 80-251-E).

RATE:

YEAR

1996

1997

1998

1999

2000 o)

2000 _)

2001

2002

2003

2004

2005

2006

2007

2008

2009

2010

2011

2012

2013 (3)

EnerRy Credit Rate (C/kWh)
On-Peak Hours Off-Peak Hours YEAR

1996

1997

1998

1999

2000

2000

2001

2002

2003

2004

2005

2006

2007

2008

2009

2009

2009

2009

2009

Capacity Credit Rate (C/kWh)
On-Peak Month Off-Peak Month

(1) Applies to January through June 2000 only.

t21 Applies to July through December 2000 only.

0) Applies to Janua D, through Jane 2013 only.

• All rates stated on a cents/kWh basis.

• Capacity rates applicable daring On-Peak Hours only.

• On-Peak Hours: 7AM- IlPM, Mon-Fri.

• Oft-Peak Hours: All other weekday hours and all weekend hours.

• On-Peak Months: June - September mid December - March.

• Off-Peak Months: April, May, October and November.

• No capacity credits will be applied to power delivered to Duke prior to the Commercial Operations Date.

REVISED APPENDIX A (Amendment No. 3) - CHEROKEE SCHEDULE 1

CHEROKEE COUNTY COGENERATION PARTNERS, L.P.

"Gaffiley Cogeneration Facility"


